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Regsulatory Changes
Title 4. Division 11 i amended to read:

§ 8034, General Fees.

Adiciion of a new annual jee category. Ay bond isswed thai s or cligibic jor allocation of voiume cap
will b assessed o fee of one tenth of one percent (001) of the face value of the bonds iseued and then an
anmual fec of five one-hundredihs of one percent (0005) of the outstanding balance vearl fminimumn
anmudl fee of $1.000 and o meximun anmad fec of 3750001

The Authority charges s-er the Tollowine fees for reasonable and necessary administrative and progran
expenses connected with the sule ol bonds-:

fa1 Where the Tingncine requested is noy eligible for allocation of voiumne can purguin o R

Ceotion 144, the Authoriny churees o fee for reasonable and necessary adimirsirand ve and o
symenses comected with the sale of the bonds, For an applicant whe 1 noi g gl ] busiiess as detined 1
0. the fes shall be one lenth of one pereent (L0017 of the
addition, the Authomy will charve

%)

Secuon 66

ave value of
w1 annual Tee sach vear for the life of the fimanciad asgisianes o the
amoun of fve one-hundredihs of one percent (00U of the remainine balance of the Hpanciai assislance,
with o mininmus annual Tee of $1.000 and a maximum annual fee of $75.000.

the honde tssued. in

(i) 1 all other financines, Fthe fee shall be two tenths of one percent (.002) of the face value of the bonds
1ssued.

(¢} The applicant shall also reimburse the Authority for all reasonable and necessary oul of pocket
expenses which the Authority may incur at the applicant’s request and all other expenses direct or indirect,
properly allocabie to the proposed financing. Unless paid out of the proceeds of the bonds issued, all fees
for & particular proposed fmancing shall be paid by the applicant and deposited in the Authortty Fund,
The Authority shall be authorized to use general fees deposited in the Authority Tund to support
Authority programs, mcluding, but not limiied to, the Capital Access Loan Program authorized by Article
7 of this Division 11,

Note: Authority cited: Section 44520, Divigion 27, Health and Safety Code. Reference: Sections 44570,
44525 gnd 44537.5, Division 27, Health and Safety Code.

§ 8035, Small Business Assistance Fund Fees.

The proposed change 1o this section reduces the current maximum SBAF fee from one percent {01 1o
sixn-six one-hundredihs of one percent ((0066) of the face value of wmy iy exenyyt bonds (ssued,

() The Authority shall charge an applicant who 15 not a small business as defined in Section BG20 & fee in
addition 1o the fees required by Sections 8033 and 8034, The additional fee shall fund the Small Business
Assistance Fund (SBAT). The amount of the fee shall be gixtv-sin one-hundredtiis of one percent (<54
0066) of the face value of any tax exempl bonds issued and three tenths of one percent {.003) of the face
value of any taxable bonds 1ssued; provided, that 1 connection with the lssuance of taxable bonds for
which the 003 fee is charged. if such waxable bonds are refinanced with or converted (o tax exenmpl honds,
the applicant shall pay an additional fee for deposit into the Small Business Assistance Fund i the
amount of seves-temthe hirv-sin one hundredihe of one percent (867 0036) of the face value of such

oiT 3

tanable bonds. In the case of refunding or conversion of bonds. the fee percentage applicable on the date

o




the origimal bonds were issued will be used 1o determme 1 addinona! SBATF fees are coliecable. I 1he

company did not pay & SBAT fee origmally. the current Jee percentage Wi i1 apply 1o refundings or
conversions. 1 federal 1ax law or other legal provisions prevent the imposition of the above lees. each 1o

se
chall be the maximuy thal can legally be charged.

(b) The Authority shall refund & portion of the fec churped pursuan o subdivision {a) of this section 1 the
socurrence of o subsequent event causes the onginal fee 1o excesd the amoum abowed by federai w faw
}M‘O'\fisam s, causing (he bonds to lose their wy exempt status. The refund shall be the difference hetween
the orginal fee charged and the maxdimum fov subsequently deternmuned (o be chargeable by bond counsel
approved by the Authority,

(¢) The Authority shall refund 1 portion of the {fee charged 11, in the judgment of the Authority. the
amour in the Small Business Assistance Fund account exceeds the amoum nesded 1o operate the Small
Business Assistance Fund programs and Lo assist small businesses oblain financing. I the Authority makes
& refund pursuant to this subdivision. the amount of the refund payable to cach applican shall he
computed by muliplying the total amount o be refunded by the percentage gach applicant contributed 1
fags 10 the total Tees collected pursuant o this seclion.

(d) If an applicant refinances existing bonds with the issuance of new bonds, it ghall receive a credit
against the fee charged pursuant Lo this section in an amount equal 1o the net Small Business Assistance
Fund fees paid on the earlier bonds.

Note: Authority cited: Section 44520, Division 27, Health and Safery Code. Reference: Section 44548,
Dyivision 27. Health and Safety Code.

§ 8042. Eligibility for Assistance.

Addition of o section defining the tvpes of projects that small businesses will now be reguired io pay the
anmual fee under Section 8034 - General Fees.

{a) An applicant, 1o be eligible for assistance, shall meet the following criteria:
(1% Y shall be a small business as defined in Section 8020.

(2) 1t shall seek financing for & project that complies with the Act { commencmg with Health and
Safery Code Section 44500).

(3) Tn connection with assistance In accordance with Section 5043 of [ this article. 1 shall seck
financing that 1s no less than $500,000.

(4) 1t shall demonstrate a fmancial capability to make debl service payments and shall provide such
collateral security (in the form of deeds of trust, security agrecinents, reserves. third party
guarantees or other methods) as may be required by the holders of the bonds, the lenderina
conventional loan, and the Authority as guarantor.

(b} An applicant shall receive assistance, provided sufficient funds are available, when the

following
conditions are Sah&i}m‘

(1} The Authority has accepted the applicant's request for financing pursuant Lo Seotion 8032



=

The Authority has deternnned thar the applicant s eligible pursuant o subdivision (a) of G
BECLIOT

—_
S

The Authority 1ssues bonds to fnance the apphcant's project or the Authority approves o
aiarantec of & conventional loan which will finance the a )phc ant's project.

ces T eesion shadi no g vl UG Dnabe e Veguesicg o Do ghgtne jo
CAT DUrsUAD 16 2 L0 Seetion (46,

e alisrcaiiogs O volule.

Note: f\utl' ority ciled: Section 44520, Division 27, Health and Safety Code. Reference: Section 44548,
Drvision 27, Health and Safery ( ode

& 8043, Asgistance.

Clarification of eligibility relaied o Secuon 8042, Projecis submitied by eligible small businesses tha
are nior eligible for volume cap allocation would be required o pay general fees, ay outlined in Section
S034 (a).

In addition to other assistance which the Authority shall be authorized 1o provide m accordance with this
division:

(a) The Authority shall be authorized to provide any part or combination of the assistance desceribod
below, but the Authority shall not be required to provide any particular form of assistance w any
applicant. The Authortty shall be authorized to provide the form or forms of assistance that, n its
judement, will most effectively assist the applicant to (i} achieve financing for the project; (1) obtain a
bond rating of “A” from a national bond rating service if bonds are issued publicly; and (iif) obtain an
effective interest rate for all or a portion of the term of the financing which, in the Authority’s judement,
is comparable at the time of financing o the prevailing market rates which would be paid by larger

businesses for similar types of financing (but for any conventional loan not lower than the “prime rae”
then prevailing):

(1) Pay for the reasonable costs of issuing bonds or obtaining conventional toans. For bond 1ssues,
these costs include bond counsel fess, underwriter or placement agenl fees or discount and related
expenses, printing fees, fees 10 due 0 other state agencies, accounting fees, consultant’s fees, and
other expenses directly refated to the issuance of bonds that are normally paid from the proceeds
of » bond issued at the time of closing. For conventional loans, these costs include counsel fees,
joan origination fees. consultant’s fees, and other costs nermally incurred in obtaining &
commercial Joan, The costs of issuing bonds or obtaining conventional loans shall not mclude
expenses incurred by the applicant for other attorney fees, staff time, or other expenses related 10
the application for financing.

(2) Provide financial assistance to reduce the ammual fees or premium for a fetter of credit, surety
bond, ingurance policy, or other credil enhancement.
(3} Guaraniee o the bond holder, conventional lender or pravider of a letter of credit, surety,

insurance policy, or other credit enhancement all or @ portion of the ndebledness, provided.
however, that i no event shall the ageregate amount of such guarantees outstanding ai any time
with respect to any applicant exceed $2.000,000,

{4y Provide financial assistance to reduce the interest rate on conventional Joans or bonds by not
more than two percent (2%,



{ivs The Authority shall waive the feen it charges pursuam o Section 8854 for all apphicants meelg the
conditions contained in Secuion 804724

(o) The Authority along is authorized w approve assistance. The commiiment 16 provide assistance shall
e valid only when it is included m a written contract execuled by botls the Authority and apphicant or
aroup of apphicants.

Noie: Authority cited: Section 44520, Division 27, Health and Salety Code Relerence: hecuon 44548,
Divigion 27, Health and Safety Code. '



FINDING OF EMERGENCY
CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY
Title 4, Division 11
Finding of Emergency

Pursuant to Section 44520(b) of the Health and Safety Code, the regulations being
amended herewith by the California Pollution Control Financing Authority (the “Authority™) as
emergency regulations (the “Emergency Regulations™) are, by legislative mandate, necessary for
the implementation of small businesses assistance and the immediate preservation of the public
peace, health and safety, and general welfare.

Necessity

These Emergency Regulations are necessary to implement, interpret and make specific
Articles 3 and 4 of the California Pollution Control Financing Authority Act (the “Act™).

Authority and Reéference

Authority: Sections 44520(a), 44520(b) 44525(a) and 44548(a)(2). Health and Safety
Code. Section 44520(b) of the Act authorizes the Authority to adopt regulations relating to small
business financing as emergency regulations and instructs the Office of Administrative Law to
consider such regulations to be “necessary for the immediate preservation of the public peace,
health and safety or general welfare.” Sections 44520(a), 44525(a) and 448548{a)(2) of the Act
authorize the Authority to adopt necessary regulations to charge reasonable application and
project fees to reimburse the Authority for costs incurred in administering applications for
financing. ‘

Reference: Sections 44525(a) and 44548(a)(2) of the Health and Safety Code. These
Emergency Regulations implement, interpret and make specific Sections of the Act by amending
Sections 8034 and 8035 of Title 4, Division 11, Article 3 and Sections 8042 and 8043 of Title 4,
Division 11, Article 4 of the California Code of Regulations.

: Informative Digest

Existing law establishes the Authority to charge reasonable application and project fees to

reimburse the authority for costs incurred in administering applications for financing pursuant to
* Section 44525 of the Health and Safety Code.

Under existing law, the Authority shall adopt regulations for the operation of the small
business assistance funds, the amounts and any payinent schedule or the fees, charges, or
deposits, eligibility standards for small businesses desiring to use or benefit from the small
business assistance funds, and other matters the authority determines to be necessary for the



establishment and maintenance of small business assistance funds. (Health and Safety Code,
§ 44548(a)(3))

The proposed amendments add a general fee category, amend the small business fund
assistance fees and make clarifying changes to existing regulations. These amendments are the
result of periodic evaluation of the regulations and issues encountered during specific loan
transactions. The proposed amendments and objectives for each section are as follows:

Section 8034. Addition of a new annual fee category. Any bond issued that is not eligible
for allocation of volume cap will be assessed a fee of one tenth of one percent (.001) of the
face value of the bonds issued, and then an annual fee of five one-hundredths of one percent
{.0005) of the outstanding balance yearly (mlmmum annual fee of $1,000 and a maximurm
annual fee of $75 000)

Section 8035. The proposed change to this section reduces the current maximum SBAF fee
from one percent (.01) to sixty-six one-hundredths of one percent (. 0066) of the face value of
any tax exempt bonds issued.

Section 8042. Addition of a section defining the types of projects that small businesses will
now be required to pay the annual fee under Section 8034 — General Fees.

Section 8043. Clarification of eligibility related to Section 8042. Projects submitted by
eligible small businesses that are not eligible for volume cap allocation would be required to
pay general fees, as outlined in Section 8034 (a).

Other Matters Prescribed by Statutes Applicable fo the Specific State Agency or to any
Specific Regulation or Class of Regulations

No other matters are prescribed by statute applicable to the Authority or to any specific
regulation or class of regulation pursuant to Section 11346.1(b) or 11346.5(a)(4) of the
Government Code pertaining to the Emergency Regulations or to the Authority.

.Mandate on Local Agencies or School Districts

The Bxecutive Director of the Authority has determined that the Emergency Regulations
do not impose a mandate on Jocal agencies or school districts.

Fiscal Impact

The Executive Director of the Authority has determined that the Emergency Regulations
do not impose any additional cost or savings requiring reimbursement under Section 17500 et al
of the Government Code, any other non-discretionary cost or savings to any local agency or any .
cost or savings in federal funding to the State. Pursuant to the State Administrative Manual



Section 6680, a Fiscal Impact Staterment (Form 399) is submitted without the signature of a
Project Budget Manager at the Department of Finance, as there are no fiscal impact disclosures
required by State Administrative Manual Sections 6600-6670. There will be no cost or savings
to any State Agency pursuant to Section 11346.1(b) or 11346.5(a)(6) Government Code.



